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1. THE CLIMATE FOR FOREIGN PRIVATE INVESTMENT IN MADAGASCAR AT 
PRESENT CAN ONLY BE TERMED HIRMED HIGHLY UNCERTAIN POOR. ALTHOUGH 
SUCCESSIVE MALAGASY GOVERNMENTS SINCE 1972 HAVE OCCOSIONALLY DE- 
CLARED THEY WOULD WELCOME FOREIGN INVESTMENT THAT WILL TRULY AID THE 
DEVELOPMENT OF THE COUNTRY, IN PRACTICE THE MAIN THRUST OF GOVERN- 
MENT POLICY HAS BEEN SHARPLY TO DIMINISH THE ROLE OF THE PRIVATE 
SECTOR IN THE ECONOMY, PARTICULARLY THE FOREIGN PRIVATE SECTOR. 
THROUGH SUCH MEASURES AS NATIONALIZATION. STATE TAKE OVER OF 
MAJORITY PARTICIPATION IN A RANGE OF ENTERPRISES, AND TIGHT 

CONTROLS ON THE PRICES, PROFITS AND FORIGN EXCHANGE, THE GOVERNMENT 
HAS SOUGHT TO EXTED ITS CONTROL OVER NEARLY ALL ASPECTS OF THE 
ECONOMY. IN JUNE 1975 NEW MALAGASY PRESIDENT DIDIER RATSIRAKA DECL- 
ARED THE BASIC POLICY OF HIS GOVERNMENT WOULD BE "SOCIALISM ", AND 
ANNOUNCED THE IMMEDIATE NATIONALIZATION OF ALL BANKS AND INSURANCE 
COMPANIES (WHICH WARE MAINLY FOREIGN-OWNED). ARRANGMENTS 
FOR COMPENSATION, IF ANY YET TO BE WORKED OUT. 

2. AN INVESTMENT CODE ISSUED IN 1973 AUTLINES BENEFITS PRI 
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PERIOD. OWEVER, THE BENEFITS MUST BE APPROVED BY THE 
MALAGASY GOVERNMENT ON A CASE -BY-CASE BASIS. THE PROVISION 
OF THE INVESTMENT CODE IN GENERAL HAVE BEEN INADEQUATE 
TO ATTRACT INTEREST BY POTENTIAL INVESTORS. THE REMITTANCE 
OF ANY PROFITS OR DIVIDENDS MUST ALSO BE APPROVED ON A CASE- 
BY-CASE BASIS, AND HAS BEEN PERMITTED IN ONLY A FEW INSTANCES. 
OWING TO THE INADEQUACY OF THE INVESTMENT CODE, THESEVER 
CONTROLS IN EFFECT ON THE PROFITS OF PRIVATE ENTERPRISE 
AND ON REMITTANCE OF FOREIGN EXCHANGE, AND THE UNCERTAINTY 
OF MALAGASY GOVERNMENT POLICY VIS-A-VIS THE PRIVATE SECTOR, NEW 
FOREIGN INVETMENT IN MADAGASCAR SINCE MID- 1972 HAS BEEN LOW 
OR VIRTUALLY NIL. 

3. IN THE MINING SECTOR, THE MALAGASY GOVERNMENT HAS 
EXPRESSED INTEREST IN POSSIBLE JOINT VENTURE ARRANGEMENTS 
WITH FOREIGN INVESTORS FOR EXPLOITATION OF MINERAL RESOURCES, 

BUT IT HAS ALSO DECLARED THE GOVERNMENT WILL REQUIRE MAJORITY 
OWNERSHIP OF ALL MINING ENTEPRISES. NEGOTIATIONIBZAVE TAKEN 
PLACE WITH SEVERAL FOREIGN FIRMS INTERESTED IN MINING IN 
MADAGASCAR, BUT SINCE 1972 NO NEW AGREEMENTS HAVE BEEN REACHED. 

4. INVESTMENT STATISTICS: 

A. U.S. DIRECT INVESTMENT (END OF 1974): 

TOTAL. ALL INDUSTRIES -$7.3 MILLION 

PETROLEUM REFINING AND DISTRIBUTION $7.1 MILLION 

MANUFACTURING $.2 MILLION 

B. DIRECT INVESTMENT BY ALL OTHER X COUNTRIES END OF 1974: 

THERE ARE NO RELIABLE ESTIMATES OF TOTAL FORIEGN 
INVESTMENT IN THE MALAGASY REPUBLIC. FRANCE 
ACCOUNTS FOR A VAST MAJORITY OF DIRECT FOREIGN 
INVESTMANT, BUT THE THE FRENCE EMBASSY ITSELF HAS NO 
ESTIMATE OF TOTAL VALUE, PROBABLY OVER $200 MILLION. 

DIRECT ITALIAN INVESTMENT IS BELIEVED TO BE SLIGHTLY 
IARGER THAN THAT OF U.S. (PERHAPS $8-10 ILLION), 

AND JAPANESE INVESTMENT SLIGHTLY LESS (IN THE RANGE 
OF $5 MILLION). 

C. DIRECT INVESTMENT IN THE U.S. BY MALAGASY: 

NEGLIGIBLE OR NONE. 
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